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LOOKING THROUGH THE GLASS, BRIGHTLY 


ANUS was a Roman god with two faces. It must have been a great convenience to be able 
to see Simultaneously where one had been and where one was going. For those of us with 
just one face there is considerable difficulty in integrating the past and the future. 


In the Government’s recent and most ambitious attempt to forecast the nation’s economic 
growth, Washington evidently sought to eliminate this shortcoming by using the “compound eye” 
of a group of prophets in government and private industry (the President ’s Materials Policy 
Commission), headed by William S. Paley, chairman of the board of Columbia Broadcasting 
System. These perspicacious public and private appraisers pooled information and studies 
to come up with an exhaustive five-volume report to the President on what the United States 
will look like in 1975. 


If the prophets of Government and private industry are “on the beam” and providing the 
growth of the nation is not suspended by a major war, the United States will have a population 
of 193, 000, 000 and a labor force of 82,000,000. There will be 65, 000, 000 automobiles com- 
pared with 40, 000, 000 in 1950. Builders will be constructing from 1, 300, 000 to 1, 600, 000 
dwelling units yearly. If the predictions are correct, there will be 800, 000 to 1, 000, 000 homes 
built each year to take care of the formation of new families and 500, 000 to 600, 000 units to 
replace old houses. The forecasters assume there will be no “doubling up” 25 years from 
now as every family will occupy its own dwelling. The life of houses will be shorter as pros- 
perous Americans will be moving from old houses into new ones at a somewhat faster rate 
than they have in past years. 


After looking over the exciting forecast of the country’s economic growth, many a Realtor 
and builder may come to the conclusion that he was born “thirty years too soon. ” 


This exercise in empiricism is nothing less than challenging in its definitive predictions. 
But the United States is such a big, bustling, rapidly growing place that we are going to tuck 
the figures in the band of a new Brooks Brothers hat we expect to be wearing a long time, and 
check up on these prophets. In the meantime, we hope they are right. 


We are past midyear, and it’s a good time to take inventory of the mortgage market now and 
for the remainder of the year. While there is no lack of disturbing influences at work in the na- 
tional economy, the outlook is far from discouraging. The struggle between inflationary and 
deflationary pressures continues, but there are certain deflationary factors which are canceling 
out many of the inflationary factors. As I see it, the factors which encourage inflation are pretty 
well balanced by those which encourage the trend the other way. In summary, therefore, it 
seems to me the near term will show rather a level trend. 


The mortgage business should be something more than good in the coming fall months if 
the first 5 months of the year are any criteria to go by. 


The demand for mortgage credit has continued brisk through May and elevated the volume 
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ve financing to the loftiest plateau on record. Nonfarm mortgages recorded of $20, 000 
taled almost $7 billion for the first 5 months of the year, about a 4 percent increase 
me period in 1951. The recordings in May of $1.5 billion passed the volume in May 
percent, making the fourth consecutive month that a comparative gain has been 
er last year. The number of home mortgages recorded during the January-May period 
1, 184, 625 compared with 1, 186,472 for the first 5 months of 1951. There has been 

y this year for the mortgage per unit to increase. 


Operating Analysis Division of the Home Loan Bank Board makes this comment: 


Recent trends in the mortgage market indicate that the volume of mortgages 
recorded in the first half of 1952 will most probably reach $8.5 billion, top- 

the previous record of $8.1 billion marked up during the same semi- 
nnual period of 1951.” 


current in the stream of demand for mortgage money has been continuation of 
irkets for residential property. New housing starts picked up sharply since last 
ind Sales and refinancing of old houses are holding close to the recent peak, according 
ard of Governors of the Federal Reserve System. 


ising Starts for the first 7 months are compared, the preliminary estimate thus 
ear (669, 700) is about 10, 800 short of the comparable total for 1951. However, 
using Started in 1952 exceeded last year’s January-July volume by 8, 200 units. 


The volume of new lending has continued to exceed the record repayments of old debt. 
Consequently, the outstanding mortgage debt has increased though at a somewhat slower pace 
than in 1951 However, the volume of new lending has been more in line with the inflow of 
funds available from new Savings and the repayments of existing loans than was the case last 
year and in 1950. Asa result, there has been less liquidating of Government bonds by lend- 
ers in order to obtain funds to meet demands for mortgage money. 


What tightness there is in the mortgage market cannot be traced to a shortage of funds. 
Unquestionably the most disturbing factor is the intractable stand of the Government on the 
inflexible interest rates permitted on FHA and VA mortgages. 


With the expectancy of having $8.5 billion home mortgages marked up for the first 6 months 
of the year, it begins to look as though 1952 will exceed the all-time record of $16, 405, 000, 000 
in 1951 rhe net increase in home mortgage debt this year should be $6 billion, plus or minus. 
In 1951 it was $6. 1 billion. 


Never before has there been so much money loaned on homes as there has been in the 
past few years, and the end does not appear to be in sight, judging from the testimony of the 
Congress in the Housing Act of 1952. 


The increase in mortgage debt from 1945 through 1950 was close to 148% in spite of amor- 
tized loans. It is still rising as new loans are in excess of pay-offs. 


The Federal National Mortgage Association (FNMA) will resume the purchase on September 2 
of eligible FHA insured mortgages and VA guaranteed loans on non-defense and non-disaster 
housing, Administrator Raymond M. Foley of Housing and Home Financing announced on 
August 22. Such purchases were discontinued last April 12, except for mortgages which had 
been offered prior to that date. 





lhe Board of Governors of the Federal Reserve System reports there were 50, 000 individ- 
uals, firms and financial institutions engaged in the business of extending and arranging real 


_——— 








378 











estate credit at the end of May 1952. Comparison of totals derived from statements of those 
who registered under the provisions of Regulation X combined with estimates ‘rom other 
sources indicates the outstanding mortgage debt is $76 billion. Of this colossal amount, 
$55, 900, 000, 000 was outstanding home mortgage debt at the end of the first quarter of this 
year. While there are reserves against this stupendous volume of debt, should a real depres- 
sion develop in the United States, they would be insufficient to prevent a collapse. 


During the past month or so I have had an opportunity to talk with some of the savings 
bankers and savings and loan men with institutions having assets of $15 million to around $40 
million. On balance it is the thrift institutions within these brackets that cut a large slice 
from the home financing cake. 


Without exception those to whom I spoke are optimistic over'the outlook for the remainder 
of the year Since it is quite certain business activity and consumer incomes will rise for another 
6 to 8 months. 


Several of the men I talked with believe home building and home financing will enjoy another 
big year in 1953. This opinion, I believe, is predicated on the maintenance of hyperemploy- 
ment at high wages, a continuing acceleration of personal saving, huge spending by the Govern- 
ment, and the flow of population into suburban areas, which has changed from a trickle toa 
torrent (see 1950 Census of Population). 


Supporting this expectation of a large building program next year, Frank Mucha, Head of 
Statistics and Research, Federal Housing Administration, New York, told me recently he be- 
lieved more housing would be built in 1953 than in 1952. 


At the present time there is a distinct line of price demarcation in the sale of houses. 
Houses at $12, 000 or less are ina seller’s market as the demand for them is active and they 
can be readily financed. The buying public interested in purchasing homes at $20, 000 and up 
is particular and under no compulsion to pay unreasonable prices, and arranging financing for 
more expensive houses is not too easy. 


I am told repeatedly here in the East that houses built on a concrete slab are getting harder 
to sell and finance, at least in the eastern area, than they were right after the war when the need 
for dwellings was more pressing. 


Many owners of hguses without a basement are becoming dissatisfied and anxious to sell or 
assign their equity so that they can acquire a home adequate for their needs. The house with a 
basement provides amenities for gracious living and is easier to heat. Further, it commands 
a higher resale value. Because of the objectionable features of basementless houses, many 
mortgage lenders are advising speculative builders that they must include a cellar with their 
houses or look elsewhere for financing. I believe the consensus among lenders, builders, 
brokers and buyers in this area is overwhelmingly in favor of the house witha cellar. That is 
as it should be. 


The number of nonfarm dwellings completed and sold in the first 6 months of this year is 
reported as about 400, 000 compared with over 500, 000 in each half of 1951. This is, of course, 
far less than the exceptional 650, 000 sold in the 6 months following the beginning of hostilities 
in Korea. It is also fewer sales than took place in the first half of 1950. 


The Board of Governors of the Federal Reserve System opines that the increase of starts in 
the past 4 months, the recent easing of credit restrictions and the continued high levels of per- 
sonal incomes suggest that the sales of new houses will continue at a high level or show an in- 
crease in the months ahead. 

















In 1946 the economic planners persuaded Congress to enact legislation throwing the full 
power of the Government into a hyperemployment program and in effect to make depressions and 
unemployment illegal. But with all the reassuring “butterfly statistics ” and derring-do opti- 
mism in some quarters, the cold fact stares us in the face that we are in a sagging housing 
market. I may be speaking with what some peisons might call bias, but I have no apologies to 
make for holding a viewpoint. 


During the past 3 years about 4 million farm and nonfarm homes were constructed, and 1952 
bids fair to be another million-plus building year. Added to this total through conversions of 
existing properties are another 1.5 million dwelling units, to say nothing of temporary shelter. 
During the same period not to exceed about 3.6 million new families have come into existence. 


Vacancies have been calculated to be over 4 million with about 1 million for sale or rent. 
This is not as yet a threatening overhang on the home market, but with new homes going up more 
rapidly than new families are forming, the vacancy problem could reach dangerous proportions 
within a year or so and perhaps earlier. 


As this bulletin is being written it is evident that Regulation X struck out in August. BLS 
calculates that June and July were trailing the magical figure of 1.2 million starts for 1952, 
and it intimates August will not change the calculation. 


Officials of Government agencies have privately broadcast the assurance that curbs estab- 
lishing minimum down payments inay be eased by October 1 at the latest. 


The Federal Reserve Board and HHFA Said fully a month ago that if the number of new 
homes under construction in June, July and August stays below the annual rate of 1.2 million, 
specified down payments would be cut to 5 percent under the terms of an Act of Congress. 


It is further reported that the officials have said that acting on their own initiative they will 
ease controls on real estate credit in September if they are convinced by then that the drastic 
easing of credit is definitely bound to come. Whenever the new law goes into effect the benefits 


will be largely to purchasers of more expensive houses, particularly in the price level above 
$20, 000. 


If the purchaser cannot raise all the cash he needs, he can arrange for a second mortgage, 
which he couldn ’t do under the old provisions, as the controls were strict concerning the stip- 
ulated cash the buyer must furnish from his own funds. 


If you are a man who has been dreaming of just the home you want for your family but have 
been unable to get enough cash on hand to meet the Government requirement for a stiff down 
payment, you may be able to put through a deal for your dream house in October, or possibly 
September. 


I always try to close our Mortgage Bulletin with a significant thought. Hence it seems 
appropriate to turn back the pages of history to the precepts of the great Chinese philosopher, 
Confucius (about 551 to 478 B.C.). Among the sayings actually set forth by this wise man, two 
are particularly pertinent today. They are: “Study the past if you would divine the future, ” and 


“The cautious seldom err.” 











